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UHFRPPHQGHGIRUWKHORVHUV
EXWDOVRIRUWKHZLQQHUV
:HDUHODXQFKLQJDGLVFXVVLRQRQ(XURSH¶V*UHDW:DULQIDFWDSODQQHG
VL[\HDU VHULHV RI GLVFXVVLRQV , VKDOO VXEPLW WKUHH WKHVHV IRU \RXU
FRQVLGHUDWLRQ7KHVHWKUHHWKHVHVDUHDVIROORZV
)LUVW WKHVLV , VSHDN DERXW(XURSH¶V KXQGUHG\HDUZDU DV , VHH WKH
KLVWRU\RIWKH)LUVWWKHQWKH6HFRQG:RUOG:DUWKH&ROG:DUXSXQWLO
WKHFUHDWLRQRIWKH(XURSHDQ8QLRQDQGLWVHQODUJHPHQWLQWKH:HVWHUQ
%DONDQV7KH³FDXVHV´RIWKHZDULQ±WKHSURFHVVRIWKH
FUHDWLRQRIWKH(XURSHDQQDWLRQVWDWHVDQGWKHEDWWOHRYHUVSKHUHVRILQ
ÀXHQFHLQWHUULWRULHVRXWVLGHRI(XURSH±KDYHEHHQZLWKXVFRQWLQXRXVO\
VLQFHDVZHOO$QGWKHFDXVHVKDYHKDGWKHLUHIIHFWDPRQJWKHVDPH
SRZHUV7KH\ KDYH OHG WR HYHU QHZHU ÀDUHXSV DQG DUH SHUKDSV RQO\
FHDVLQJWRGRVRWRGD\7KLVLVZK\,UHIHUWR(XURSH¶VKXQGUHG\HDUZDU
DQGZK\,XVHWKHWHUP(XURSH¶V*UHDW:DULQWKHWLWOH7KH¿UVWSKDVHRI
WKHZDUODVWHGIURPWRDQGZDVZDJHGH[SOLFLWO\WRHVWDEOLVK
FRQWURORYHUWHUULWRU\DQGVSKHUHVRILQÀXHQFH7KLVZDVFORVHGE\WKH
9HUVDLOOHV³V\VWHPRISHDFH´RI±ZKLFKEURNHXS (XURSH¶V
WKUHHVXSUDQDWLRQDOHPSLUHVLQWRQDWLRQVWDWHV$XVWULD±+XQJDU\5XVVLD
DQGWKH2WWRPDQ(PSLUH,FRQVLGHUWKLVV\VWHPRISHDFHDFHDVH¿UH
7KHVHFRQGSKDVHRI WKH*UHDW:DUVSDQQHGWKH\HDUV±,WV
LQLWLDOJRDOZDVWRFRUUHFWWKH9HUVDLOOHVV\VWHPRIQDWLRQVWDWHVRI
DQG WKH VWDWH ERUGHUV DQG ODWHU WR LQVWLWXWH WKH QDWLRQDO VRFLDOLVW1HZ
(XURSHSURJUDPPH,QWKHHQGWKH(XURSHDQV\VWHPRIVWDWHVZDV
ODUJHO\UHVWRUHG'XULQJWKLVSHULRGWKHZDUZLGHQHGLQWRDZRUOGZDU
IURP WKH EHJLQQLQJ DQG WRRN RQ DQ LGHRORJLFDO FKDUDFWHU EH\RQG WKH
DFTXLVLWLRQRI WHUULWRU\ LWZDV WKXVDFODVKEHWZHHQ QDWLRQDOVRFLDOLVW
FRPPXQLVWDQGOLEHUDOLGHRORJLHV7KHWKLUGSKDVHWRRNSODFHEHWZHHQ
DQG,XVHWKHFRPPRQWHUP&ROG:DUIRUWKLVSHULRGZKLFK
ZDV LGHRORJLFDO LQ QDWXUH IURP WKH RXWVHW ± D FODVK EHWZHHQ OLEHUDO
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FDSLWDOLVPDQGFRPPXQLVP±EXWZLGHQHGWRDJOREDOVWDJH7KHIRXUWK
SKDVHODVWHGIURPWR7KLVZDVDJDLQDQDUPHGFRQÀLFWIRU
DFTXLULQJWHUULWRU\ZLWKWKHRUGHURIWKH±SHDFHWUHDWLHVIDOOLQJ
DSDUW IXUWKHU DVRI7KLVSURFHVVZDVFRPSOHWHG LQ(XURSHZLWK
WKHHQGRIWKHGHYHORSPHQWRIWKHQDWLRQVWDWHV\VWHPWKHFUHDWLRQRI
WKH(XURSHDQ8QLRQ  DQG LWV ODWHU H[SDQVLRQ LQWRQRUWKHDVWHUQ
(XURSHDQGWKH&DUSDWKLDQ%DVLQDQGLQWRWKH:HVWHUQ%DONDQV
 DQG  ± WKDW LV LQWR WKH IRUPHU ZHVWHUQ WHUULWRULHV RI WKH
$XVWUR+XQJDULDQ2WWRPDQDQG5XVVLDQ(PSLUHV,QWKH0LGGOH(DVW
KRZHYHUWKHZDUFRQWLQXHVWRWKLVGD\
6HFRQGWKHVLV,QWKHZDNHRI(XURSH¶V*UHDW:DUZHVDZWKHIRUPDWLRQ
RIDQHZ³ZRUOGRUGHU´FUHDWLQJDUHJXODWLQJ³ZRUOGJRYHUQDQFH´,WV
VWUXFWXUDOGHYHORSPHQWZDVWKHSURGXFWRIWKH¿UVWSKDVHRIWKHZDUDQG
KDVEHHQH[SDQGHGFRQWLQXRXVO\VLQFH WKHQ ,QP\YLHZ LW LVVWLOO WKH
QXPEHURQHSURMHFWLQZRUOGSROLWLFVWRGD\7KLVLVZK\,OLQNWKH*UHDW
:DUWRWKHFUHDWLRQRIWKH³QHZZRUOGRUGHU´LQWKHWLWOH
7KLUGWKHVLV(XURSH¶V*UHDW:DUFDQRQO\EHXQGHUVWRRGWKURXJKIRXU
NH\(XURSHDQJOREDOIDFWRUVLQWKHSHULRGEHWZHHQDQGDQG
FDQRQO\EHDVVHVVHGE\ WDNLQJ WKHP LQWRDFFRXQW7KHVH IRXU IDFWRUV
RI WKHDJH7KHQHDUO\\HDUKLVWRU\RI WKHGHYHORSPHQWRI WKH
(XURSHDQQDWLRQVWDWHV7KHXQIROGLQJRIWKH,QGXVWULDO6FLHQWL¿F
5HYROXWLRQ LQ (XURSH DQG LWV ODWHU SODQHWDU\ H[SDQVLRQ  7KH
HPDQFLSDWLRQRIWKHHDVWHUQDQGVRXWKHUQFRQWLQHQWVWKDWLVWKHZRUOG
QRWLQKDELWHGE\ZKLWHSHRSOHDQGWKHXQIROGLQJRIDJOREDOV\PELRVLV
RIKXPDQFXOWXUHDQG7KHFKDQJHLQWKH(DUWK*DLDDVDKDELWDWLQ
WKHSDVW\HDUVWKHFKDQJHLQWKHSHUFHSWLRQRIWKHSRVLWLRQRIWKH
(DUWKLQVSDFHPHDVXUDEOHHYLGHQFHRIFOLPDWHFKDQJHDQGWKHIHDUWKDW
WKH(DUWK¶VQDWXUDOUHVRXUFHVHQHUJ\VRXUFHVODQGZDWHUDQGDLUZLOO
EHGHSOHWHG,PLJKWMXVWDVZHOOKDYHOLVWHGWKLVODVWIDFWRU¿UVW
$WWKLVSRLQW,ZLOOGHPRQVWUDWHWKHFRQWLQXLW\RIWKHZDUDQGGUDZ
VRPH SRWHQWLDO FRQFOXVLRQV IURP UHDVVHVVLQJ SDUWLFXODU SKDVHV DQG
HYHQWV EDVHG RQP\ XQGHUVWDQGLQJ RI WKH KXQGUHG \HDUV DV RQH VLQ
JOHHQWLW\7KHVSHFL¿FH[DPSOHVXEPLWWHGIRUGLVFXVVLRQLQ WKLVFDVH
LV WKH KLVWRU\ RI &HQWUDO (DVWHUQ (XURSH WKH &DUSDWKLDQ %DVLQ DQG
+XQJDU\
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(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
±+XQJDU\DQGWKHUROHRIWKH%DONDQVLQWKHRXWEUHDN
RIWKH*UHDW:DU
/HWXVWKHUHIRUHEHJLQWKHGLVFXVVLRQRIWKH*UHDW(XURSHDQ:DU+HUH
LQ+XQJDU\
,WZDVDJRRGLGHDWRODXQFKWKHFRQIHUHQFHVHULHVLQ%XGDSHVW,OLNH
WKLVLQSDUWLFXODUDVD+XQJDULDQ:K\LVWKDW"%HFDXVHWKH+XQJDULDQ
VWDWHWKH.LQJGRPRI+XQJDU\DWWKHWLPHSOD\HGDUROHLQFDXVLQJWKH
RXWEUHDNRIWKHZDU1RZ,GRQRWDFFHSWWKHFRQYHQWLRQDOXQGHUVWDQGLQJ
WKDWLGHQWL¿HVDSROLWLFDOGHFLVLRQPDGHE\WKH*HUPDQ$XVWUR+XQJDULDQ
SRZHUEORFDVWKHVLQJOHFDXVHRIWKHZDULQ/LNHWKHDXWKRURI
WKH ODWHVW VXFFHVVIXO PRQRJUDSK &KULVWRSKHU &ODUN , WRR GLYLGH WKH
KLVWRULFDOUHVSRQVLELOLW\IRUWKHZDUDPRQJHDFKRIWKHSOD\HUVLQ
$QGQRWRQO\DPRQJWKHJUHDWSRZHUVEXWDOVRDPRQJWKHVPDOOHUVWDWHV
WKDWKDGDKDQGLQFDXVLQJWKHRXWEUHDNIRUH[DPSOH6HUELDDVZHOO
%XWLWLVDOVRDJRRGLGHDWRODXQFKWKHSODQQHGVL[\HDULQWHUQDWLRQDO
FRQIHUHQFHVHULHVULJKWKHUHEHFDXVHZH+XQJDULDQVPXVWDOVRFRQVLGHU
WKHFLUFXPVWDQFHVRI WKHFROODSVHRI WKH WKRXVDQG\HDUROG +XQJDULDQ
VWDWH,QGHHGLWZDVHQWU\LQWRDQGORVVRIWKLVZDUWKDWFDXVHGWKHPRVW
UHFHQWGLVLQWHJUDWLRQLQRIWKH+XQJDULDQVWDWHLWKDGKDSSHQHG
EHIRUHLQ,WLVWKHUHIRUHLPSRUWDQWIRUXVWRSRQGHUWKHSRVVLELOLWLHV
RI SROLWLFDO HUURU DPRQJ GHFLVLRQ PDNHUV (YHQ LI WKH WRS SROLWLFLDQ
LQ$XVWULD±+XQJDU\ KHVLWDWHG LQ JLYLQJ KLV FRQVHQW WKH GHFLVLRQ VWLOO
WXUQHGRXWWREHDPLVWDNH1RPDWWHUKRZPDQ\H[SODQDWLRQVZHFRPH
XSZLWKDPRQJFROOHDJXHV±LQGHHGDVKLVWRULDQVZHPXVWEHDEOHWR
H[SODLQHYHU\WKLQJ±LWGRHVQRWPHDQWKDWWKHGHFLVLRQKDVEHHQSURYHG
ULJKW,WLVDOOWRRFRPPRQWRFRQIXVHWKHHOHPHQWVRIH[SODQDWLRQDQG
HYDOXDWLRQLQKLVWRU\ZULWLQJDQGLQHYHU\GD\WKLQNLQJ
,W ZRXOG DOVR EH WLPHO\ QRW RQO\ IRU XV +XQJDULDQV EXW DOVR IRU
SROLWLFLDQV DQG LQWHOOHFWXDOV DPRQJ QHLJKERXULQJ SHRSOHV WR SRQGHU
WKH VRFLRHFRQRPLF FRQVHTXHQFHV WKDW WKH WHUULWRULDO GLVLQWHJUDWLRQ RI
WKHKLVWRULFDOVWDWHRI+XQJDU\±KDGRQWKHHQWLUHW\RIWKH
&DUSDWKLDQ %DVLQ UHJLRQ ZKLFK KDG GHYHORSHG DV DQ HFRQRPLF DQG
VHWWOHPHQWUHJLRQIRUFHQWXULHVDFFRPPRGDWLQJWRLWVQDWXUDOUHVRXUFHV
LWVVWUHQJWKVDQGLWVZHDNQHVVHVDQGZKLFKKDGMXVWVHHQGHYHORSPHQW
ULJKWDW WKH WXUQRI WKHWKDQGWKFHQWXULHV LQ WKH GHFDGHVSULRU WR
WKH*UHDW:DUDPRGHUQLVDWLRQRILWVURDGDQGWUDQVSRUWFRUULGRUVDQG
WKHLU LQIUDVWUXFWXUH DV ZHOO DV RI LWV V\VWHP RI VHWWOHPHQW DQG QDWXUH
PDQDJHPHQW $OO WKH EHQH¿WV RI WKH ,QGXVWULDO 5HYROXWLRQ WKDW ZDV
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HPHUJLQJ LQ &HQWUDO (XURSH WKDW LV LQ *HUPDQ\ DQG WKH +DEVEXUJ
(PSLUHKDGUHDFKHGHYHQWKHPRVWIDUÀXQJFRUQHUVRIWKH&DUSDWKLDQ
%DVLQDVZHOOXUEDQSXEOLFWUDQVSRUWZDVEHLQJGHYHORSHGDQHWZRUNRI
VWDWHPDLQWDLQHGURDGVZDVEHLQJEXLOWWKURXJKRXWWKHUHJLRQDVZDVD
V\VWHPRIUDLOZD\EUDQFKOLQHVWRVXSSOHPHQWWKHPDLQOLQHVKHDOWKFDUH
ZDVEHLQJPRGHUQLVHGSRLQWVRIVDOHZHUHEHLQJHVWDEOLVKHGQDWLRQDOO\
RSHQDLUPDUNHWVPDUNHWKDOOVDQGGHSDUWPHQWVWRUHVWKXVLPSURYLQJ
WKHVXSSO\RIHYHU\GD\JRRGVWRDQXQSUHFHGHQWHGH[WHQWKRXVLQJZDV
EHLQJVXSSOLHGZLWKSOXPELQJKHDWLQJDQGHOHFWULFLW\DQGVRRQFKDQJHV
ZKLFK UHVXOWHG LQ DQ LPSURYHPHQW LQ TXDOLW\ RI OLIH WKDWZDV ODUJHO\
XQNQRZQ HDVW RI WKH ERUGHUV RI WKH+DEVEXUJ (PSLUH ± DQG WKXV WKH
KLVWRULFDOVWDWHRI+XQJDU\$IWHUWKHFROODSVHRIWKHVWDWHRI+XQJDU\WKLV
PDMRUHFRQRPLFDQGQDWXUHPDQDJHPHQWUHJLRQWKDWZDVWKH&DUSDWKLDQ
%DVLQZDVVOLFHGXSIURPRQH\HDUWRWKHQH[WE\VL[QDWLRQVWDWHERUGHUV
WKURXJKWKHSHDFHWUHDW\RIZLWKYDU\LQJV\VWHPVRISURWHFWLRQLVW
FXVWRPVGXWLHVYDULRXVOHJDOV\VWHPVDQGGLYHUJHQWV\VWHPVRISXEOLF
DGPLQLVWUDWLRQDQGWUDQVSRUW$OOWKHZHOONQRZQVKRUWFRPLQJVRIWKH
VWDWHIRUPDWLRQVWKDW,FDOO³ROGVW\OHQDWLRQVWDWHV´±¿UVWDQGIRUHPRVW
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(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
DXWDUN\ZLWKUHJDUGWRERWKWKHPDUNHWDQGLQWHOOHFWXDOHQGHDYRXU±ZHUH
EURXJKWWRIUXLWLRQ
,ZLOO SUHVHQW DPDS DQG D VHULHV RI ¿JXUHV ± MXVW DV D UHPLQGHU ±
RIWKHQDWLRQVWDWHVWKDWZHUHFUHDWHGRQWKHWHUULWRU\RIWKH(PSLUHDQG
WKH HWKQLFFRPSRVLWLRQRI WKHLUSRSXODWLRQV$XVWULD+XQJDU\3RODQG
&]HFKRVORYDNLDDQG<XJRVODYLD±LIWKHODWWHUWKUHHVWDWHIRUPDWLRQVFDQ
HYHQEHFDOOHGQDWLRQVWDWHV5RPDQLDZDVQRZUDLVHGWRWKHVWDWXVRID
PHGLXPSRZHUKDYLQJEHHQFUHDWHGIURPWKH2WWRPDQ(PSLUHLQ
DQGZLWKWKHDQQH[DWLRQRI7UDQV\OYDQLDZKLFKKDGEHHQFDUYHGRXWRI
WKH.LQJGRPRI+XQJDU\DQGRI%HVVDUDELDZKLFKKDGEHHQWDNHQIURP
WKH5XVVLDQ(PSLUH,QDGGLWLRQSOHDVHQRWHWKHVHPDSVWKDWLOOXVWUDWHWKH
GLVVROXWLRQRIWKH*HUPDQ(PSLUHZKLFKDIIHFWHGWKHIRUPDWLRQRIWKH
VXFFHVVRUVWDWHVWRWKH$XVWUR+XQJDULDQ(PSLUH0DS7KH%UHDNXS
RI WKH $XVWUR+XQJDULDQ 0RQDUFK\ ± 0DS $ *HUPDQ\
±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,WZDVLQWKHYHU\GHFDGHVWKDWWKLV³FOXVWHURIPLFURPDUNHWV´DURVH
WKDWWKH,QGXVWULDO5HYROXWLRQZDVVHHNLQJODUJHPDUNHWVWKDWVSUHDGRXW
RYHUODUJHWHUULWRULHVIRUPDVVJRRGVSURGXFHGLQVHULHV,QWKLVUHJLRQDIWHU
DFFRUGLQJWRFDOFXODWLRQVPDGHE\HFRQRPLFKLVWRULDQVLQYHVWPHQW
VDZDQH[WUDRUGLQDU\GURS LQERWKSURGXFWLRQDQGGLVWULEXWLRQ7KLV LV
DQRWKHUUHDVRQZK\ZHKDYHQRWHGIRUGHFDGHVWKDWLI$XVWULD±+XQJDU\
EURXJKWPLVHU\WRLWVQDWLRQDOLWLHVWKHQWKHV\VWHPRIVPDOOVWDWHVDIWHU
FHUWDLQO\EURXJKWWKHPVRFLRHFRQRPLFPLVHU\,ZRXOGDGGWKDW
P\SRVLWLRQRQWKHFDXVHVRIRXUPLVHU\WKDWVWHPVIURPWKHFKRSSLQJXS
RI WKHV\VWHPRISXEOLFDGPLQLVWUDWLRQDSSOLHV WRWKHVLWXDWLRQWRGD\DV
ZHOOZLWKUHJDUGWRWKHPLVHU\RI+XQJDULDQV6ORYDNV&URDWLDQV6HUEV
DQG5RPDQLDQV$GGWRWKLVVRFLRHFRQRPLFPLVHU\RIRXUVWKHIDFWWKDW
WKHQHZV\VWHPRIQDWLRQVWDWHVLQVWLWXWLRQDOLVHGWKHDQWLSDWKLHVWKDWKDG
IHVWHUHG LQ WKH SHRSOHV OLYLQJ KHUH IRU FHQWXULHV DQG WXUQHG WKHP LQWR
LQWHUVWDWHKRVWLOLWLHVDVRI$QWDJRQLVPKDVFKDUDFWHULVHGWKHSHULRG
IURPWRWKHSUHVHQWGD\7KHUHKDGFHUWDLQO\EHHQDQWLSDWKLHVHDUOLHU
DVZHOO:HNQRZ WKDW WKLV VWHPPHG IURP WKH IDFW WKDW WKH&DUSDWKLDQ
%DVLQKDVEHHQ(XURSH¶VPRVWGLYHUVHHWKQLFUHJLRQIRUDPLOOHQQLXP
5XVVLDDQGWKH2WWRPDQ(PSLUH±
,ZLOOSUHVHQWDQRWKHUPDSIRUFRPSDULVRQWKH¿UVWSKDVHRIWKH*UHDW
:DUFUHDWHGWKHVHQDWLRQVWDWHVRQWKHWHUULWRULHVRIWKHRWKHUWZRVXSUD
QDWLRQDOHPSLUHV5XVVLDDQGWKH2WWRPDQ(PSLUH0DS7KH%UHDNXS
RIWKH(XURSHDQSDUWRIWKH5XVVLDQ(PSLUH±0DS$7KH
1HDU (DVW (VWRQLD /DWYLD DQG /LWKXDQLD EURNH DZD\ IURP 5XVVLD
PDLQWDLQLQJWKHLULQGHSHQGHQFHXQWLO8NUDLQHZDVDQQH[HGE\WKH
6RYLHW8QLRQWKURXJKZDUDIWHUWKUHH\HDUVRILQGHSHQGHQFHWKH2WWRPDQ
(PSLUHZDVWRUQDSDUWWRIRUPDVLGHIURPFHUWDLQSDUWVRI<XJRVODYLD
LQGHSHQGHQW7XUNH\6\ULDLQGHSHQGHQWEHWZHHQDQGWKHQ
IDOOLQJXQGHUD)UHQFKPDQGDWH,UDTLQGHSHQGHQWEHWZHHQDQG
WKHQH[LVWLQJXQGHUD%ULWLVKPDQGDWH3DOHVWLQHPDLQWDLQHGDV
D%ULWLVKPDQGDWHEHWZHHQDQGWKHQGLYLGHGLQWR,VUDHODQG
3DOHVWLQH -RUGDQ DGPLQLVWHUHG E\ %ULWDLQ EHWZHHQ  DQG 
ODWHU WREHFRPHDQ LQGHSHQGHQWNLQJGRP/HEDQRQ DGPLQLVWHUHGE\
)UDQFHIURPWRWKHQLQGHSHQGHQW±DQGRQHFRXOGDOVROLVW
/LE\DKHUHZKLFKDOWKRXJKZUHVWHGIURPWKH2WWRPDQ(PSLUHE\,WDO\
LQDZDUIHOOXQGHU)UDQFR%ULWLVKDGPLQLVWUDWLRQGXULQJWKHQH[W
ZDUDQGJDLQHGLQGHSHQGHQFHLQ

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
±7KHH[SHULPHQWRIQDWLRQVWDWHVLQWKHSODFHRIHPSLUHV
7KDWLVQDWLRQVWDWHVZHUH³FUHDWHG´ZKHUHHPSLUHVKDGRQFHH[LVWHG
QDWXUDOO\ DW WKH FRVW RI ZDUV ± DQG QDWXUDOO\ LQFUHDVLQJ WKH VSKHUH
RI LQÀXHQFH RI%ULWDLQ DQG )UDQFHZLQQHUV LQ WKH ¿UVW SKDVH RI WKH
0DS
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ZDU$QGQDWXUDOO\DVHULHVRIDUPHGHWKQLF WULEDODQG ODWHU UHOLJLRXV
FRQÀLFWVHQVXHGHYHU\ZKHUHDVWKHVXFFHVVRUVWDWHVWRERWKWKH5XVVLDQ
DQG2WWRPDQ(PSLUHVFDPHLQWREHLQJ%XWLIZHZLVKWRSOD\ZLWKWKH
FKURQRORJ\LWFDQEHGHPRQVWUDWHGWKDWWKHIRUPDWLRQRIQDWLRQVWDWHV
KDVDOZD\VEHHQDFFRPSDQLHGE\ZDUVHYHQLQ:HVWHUQ(XURSHLQWKH
FDVHRIWKH)UHQFKQDWLRQVWDWH>@MXVWDVZLWKWKH*UHHN,WDOLDQ
*HUPDQDQGRWKHUQDWLRQVWDWHV2QHPLJKWHYHQQRWHWKDWLQ(XURSH
ZKHUH ZH KDYH QHYHU VHHQ D SHUIHFW PDWFK EHWZHHQ WKH WHUULWRU\
LQKDELWHGE\DSDUWLFXODUQDWLRQDQG LWV VWDWHERUGHUV WKHUHZDVRQO\
RQH ZD\ IRU WKDW QDWLRQVWDWH WR EH IRUPHG QHLJKERXULQJ WHUULWRULHV
KDG WR EH VQDWFKHG IURP VRPHERG\ HOVH WR XQLI\ WKDW QDWLRQ $QG
ZDUZDV DQ DFFHSWHGPHDQV RI DFTXLULQJ WHUULWRU\ LQ WKH WK WR WK
FHQWXULHV2QHPLJKW DGG WKDW WKHQHZ WHUULWRULHV REWDLQHG KRZHYHU
ZHUHDVDUXOHLQKDELWHGE\RWKHUQDWLRQDOLWLHV7KHGHQDWLRQDOLVDWLRQ
RI WKHVH PLQRULWLHV UHSUHVHQWHG RQH RI WKH JUHDW ³(XURSHDQ SROLWLFDO
SURJUDPPHV´ RI WKH WK FHQWXU\$QG QRW RQO\ LQ (DVWHUQ (XURSH
)XUWKHUWKLVZDVWKHFDVHXQWLOWKHWKFHQWXU\ZKHQWKHH[SHULHQFHRI
PLQRULW\QDWLRQDOLGHQWLW\EHFDPHDKXPDQULJKW«
0DS$

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
7KHFRQFHSWRIWKH³ROGVW\OH´DQG³PRGHUQQDWLRQVWDWH´DQG
VXJJHVWLRQVIRUGLVFXVVLRQ
:HOO \HV 7KH DGYDQWDJHV DQG GLVDGYDQWDJHV RI WKH QDWLRQVWDWH
PXVWDOVREHGLVFXVVHG ,WV DGYDQWDJHV LWGHYHORSVDQGPDLQWDLQV WKH
QDWLYHODQJXDJH FXOWXUH WKH VFKRRO V\VWHP DQG JHQHUDO HGXFDWLRQ
LW SURYLGHV VRFLHW\ DFFHVV WRPRGHUQ VHUYLFHV DQG LW DLGV LQ XSZDUG
PRELOLW\,WVGLVDGYDQWDJHVLWQRWRQO\FUHDWHVHFRQRPLFDXWDUN\XVLQJWKH
LQVWUXPHQWVRIWKHVWDWHQHLWKHUSURPRWLQJQRULQKLELWLQJWKHIUHHÀRZRI
LQWHOOHFWXDODQGPDWHULDOJRRGVEXWLWDOVRSODFHVQDWLRQDOPLQRULWLHVDWD
VRFLRHFRQRPLFGLVDGYDQWDJHEHFDXVHLWIDLOVWRHQVXUHQDWLYHODQJXDJH
XVHIRUWKHPDWDOOOHYHOV7KLVLOOXVWUDWHVWKHROGVW\OH³RQHVWDWHRQH
ODQJXDJH´SULQFLSOH7KLVLVZK\,UHIHUWRWKH³ROGVW\OH´DQG³PRGHUQ´
QDWLRQVWDWH7KHODWWHUHQVXUHVFROOHFWLYHULJKWVDQGIXOOXVHRIWKHQDWLYH
ODQJXDJHIRULWVPLQRULW\FLWL]HQV:HPXVWDOVRDQDO\VHWKHIDFWWKDWWKHUH
ZHUHFROOHFWLYHUXOHVGHVLJQHGWRSURWHFWPLQRULWLHV±LQGHHGUXOHVWKDW
ZHUHPRGHUQIRUWKHLUWLPH±WKDWVXSSOHPHQWHGWKH±V\VWHP
RISHDFHEXWWKHQHZVWDWHVPRVWO\IDLOHGWRLPSOHPHQWWKHP:K\ZHUH
WKHVHUXOHVQRWSXWLQWRSUDFWLFH"$QVZHUVWRWKLVTXHVWLRQPD\OHDGWR
DQXQGHUVWDQGLQJRIWKHGXWLHVRID³PRGHUQQDWLRQVWDWH´LQIXWXUHGLV
FXVVLRQVDPRQJKLVWRULDQVDQGSROLWLFDO VFLHQWLVWV ,ZRXOGVXEPLW IRU
GLVFXVVLRQWKHWKHVLVWKDWWKHWHUP³PRGHUQQDWLRQVWDWH´H[SUHVVHVWKH
VRFLRHFRQRPLFDQGFXOWXUDOLQWHUHVWVRIWKHSRSXODWLRQRQLWVWHUULWRU\
LWUHSUHVHQWVWKHPLQUHJLRQDO(XURSHDQDQGJOREDOLQWHJUDWLRQDQGLW
HVWDEOLVKHVKDUPRQ\EHWZHHQORFDODQGJOREDOLQWHUHVWV
+RZHYHU KDYLQJ PDGH WKHVH FRPSDULVRQV DQG HQJDJHG LQ LQLWLDO
GLVFXVVLRQVRQDQHZXQGHUVWDQGLQJRIWKHGXWLHVRIWKH³QDWLRQVWDWH´OHW
XVQRZUHWXUQWRWKLVUHJLRQ$QGOHWXVEHJLQRXUFXUUHQWGLVFXVVLRQRQLW
±7KH FRUUHFWLYH H[SHULPHQW DQGQHZERUGHUPRGL¿FDWLRQV
7KHVWDWHVDQGQDWLRQVRIWKH&DUSDWKLDQ%DVLQDOVRVXUYLYHGDJUHDWPDQ\
YLFLVVLWXGHVLQWKHIROORZXSWRWKH¿UVWSKDVHRIWKHZDUEHWZHHQ
DQG7ZRWKLUGVRIWKHWHUULWRU\DQGFLWL]HQVRIWKHVWDWHRI+XQJDU\
HQGHGXSEHKLQGWKHERUGHUVRIDQRWKHUFRXQWU\ZLWKRQHWKLUGRILWVQD
WLRQDOHWKQLF+XQJDULDQSRSXODWLRQPLOOLRQSHRSOHQRZEHFRPLQJ
DQHWKQLFPLQRULW\$VZLOOEHIDPLOLDUWKLVZDVDFFRPSDQLHGE\DJHQHUDO
³HWKQLFDOO\EDVHG´VRFLRHFRQRPLFGHFOLQHZLWKWKHPDMRULW\RIRI¿FLDOV
PDJLVWUDWHVDQGWHDFKHUVORVLQJWKHLUSRVLWLRQVDQGSURSHUW\7KLVZDV

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QDWXUDOO\QRWVHWGRZQLQ WKHSHDFH WUHDWLHVEXWDW WKHVDPHWLPH WKH
GHFLVLRQ PDNHUV KDG QR SDUWLFXODUO\ VHULRXV LGHD ZKDWVRHYHU RI ZKDW
WKHVRFLDODQGSHUVRQDOFRQVHTXHQFHVRI WKHERUGHUFKDQJHVZRXOGEH
,WZDVWKLV³FKDQJHRILPSHULXP´DVLWZDVNQRZQDPRQJLWVFLWL]HQVDW
WKHWLPHZKLFKVWUXFNDVL]HDEOHSDUWRIWKHHGXFDWHGPLGGOHFODVVZLWK
FRPPXQLW\SUHVHUYLQJIXQFWLRQV,WZDVWKHVHSHRSOHZKRWKHQÀRRGHG
LQWRZKDWUHPDLQHGRI+XQJDU\¶VWHUULWRU\OHDGLQJWRLUUHFRQFLODEOHVRFLDO
FRQÀLFWV DQG VRFLDO ULYDOU\ZLWK WKH FRXQWU\¶V GRPHVWLFPLGGOH VWUDWD
$QGVRRQDQGVRIRUWK«:HOOWKLVEHFDPHRQHRIWKHVRFLRSROLWLFDO
VRXUFHVRIDVWUHQJWKHQHGRSHQDQWL6HPLWLVPLQ+XQJDU\,UHSHDWDQ
H[SODQDWLRQLVQRH[RQHUDWLRQQRUGRHVLWVHUYHWKHSXUSRVHRIKLVWRULFDO
MXVWL¿FDWLRQ%HWZHHQDQGZKHQZHVDZDFRUUHFWLRQRIWKH
³SHDFHWUHDW\´±DQGWKHVWDWHRI+XQJDU\³UHJDLQHG´SRUWLRQVRILWVORVW
WHUULWRULHV±WKLVLVZKHQDQHZVKRFNZDVIHOWDQGDQHZPLJUDWLRQIRO
ORZHGWRWKHWHUULWRULHVWKDWKDGEHHQFHGHGEDFN$QGRIFRXUVHWKLVLV
ZKHQWKHQRQ+XQJDULDQSRSXODWLRQWKHUHHLWKHUÀHGRUZHUHGULYHQRXW
:HVDZQHZFROOHFWLYHKRVWLOLW\EHWZHHQQHLJKERXULQJFRPPXQLWLHV
RISHRSOHV7KHFRQWLQXLW\RIWKHV\VWHPRI±DOVRFRPHVLQWR
SOD\LQWKLVFDVHWKHSHDFHPDNLQJ³DOOLHG´SRZHUVRIWKHWLPH±ZLWK
WKHH[FHSWLRQRIWKH8QLWHG6WDWHV±DJUHHGWRWKHFRUUHFWLYHGHFLVLRQV
$QG WKXV WKHVPDOOQDWLRQVRIVRXWKHUQDQGHDVWHUQ(XURSH± WKH5R
PDQLDQV6RXWKHUQ6ODYV6ORYDNVDQG+XQJDULDQVDOLNH±IHOOSUH\WR
QDWLRQDOVRFLDOLVW*HUPDQ\¶VHIIRUWWR³EXLOG(XURSH´LQWKHV
,ZLVKWRVKRZ\RXDQRWKHUPDSDQGPRUH¿JXUHVZKLFKZLOOEHIDPLOLDU
WRH[SHUWVDQGDUHPHUHO\PHDQWDVDUHPLQGHU0DS7KH&RUUHFWLYH
([SHULPHQW ±:KLOH LW ZDV SUHYLRXVO\ WKH DOOLHG (QWHQWH
3RZHUVWKDWKDGGLYLGHGWKHWHUULWRULHVRIWKHIRUPHU$XVWUR+XQJDULDQ
(PSLUH LQ  QRZ LWZDV WKH RQHWLPH&HQWUDO 3RZHUV ± SULPDULO\
*HUPDQ\±WKDWZHUHUHGLYLGLQJWKHP2QFHDJDLQLQWKHVSLULWRIWKH
SULQFLSOHRI WKHQDWLRQVWDWH$XVWULDZDVDQQH[HG WR WKH7KLUG 5HLFK
&]HFKRVORYDNLD DQG<XJRVODYLDZHUH GLVVROYHG D&]HFK 3URWHFWRUDWH
ZDVFUHDWHGRQ WKHEDVLVRI WKH³QDWLRQDOSULQFLSOH´RQ&]HFKRVORYDN
WHUULWRU\DQGLQFRUSRUDWHGLQWRWKH5HLFKDQGDQLQGHSHQGHQW6ORYDNLD
ZDVHVWDEOLVKHG,QZKDWKDGEHHQ<XJRVODYLDZHVHHWKHFUHDWLRQRIDQ
LQGHSHQGHQW&URDWLDQQDWLRQVWDWHDQG WKH%DQDW UHJLRQ VLWXDWHG LQD
FRUQHUIRUPHGE\WKH'DQXEHDQGWKH7LV]DZDVSODFHGXQGHU*HUPDQ
DGPLQLVWUDWLRQRQWKHJURXQGVRIWKH*HUPDQPLQRULW\OLYLQJWKHUH7KHLU
DOOLHV ± ,WDO\ %XOJDULD DQG +XQJDU\ ± ZHUH JUDQWHG ODQGV 6RXWKHUQ
6ORYDNLD RQFH NQRZQ DV 8SSHU +XQJDU\ DPRQJ +XQJDULDQV ZDV

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
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UHWXUQHGWR+XQJDU\IURP&]HFKRVORYDNLDZLWKLWV+XQJDULDQPDMRULW\
MXVWDVWKH%iFVND%DþNDUHJLRQLQ9DMGDViJ9RLYRGLQDRQ<XJRVODY
WHUULWRU\ ZLWK LWV +XQJDULDQ PDMRULW\ )URP 5RPDQLD LW UHJDLQHG
FRQWLJXRXV WHUULWRULHVZLWK+XQJDULDQPDMRULWLHV DORQJ WKH ERUGHU DV
ZHOODVZLWKLQWKHFRXQWU\)RUWKHIRXUWKWLPHLQKLVWRU\*HUPDQ\QHZO\
DOOLHGZLWKWKH6RYLHW8QLRQSDUWLWLRQHG3RODQGZKLFKKDGMXVWZRQLWV
LQGHSHQGHQFHLQ7KHZHVWHUQSDUWRIWKHFRXQWU\ZDVDGPLQLVWHUHG
E\WKH*HUPDQVDQGWKHHDVWHUQSDUWE\WKH6RYLHWV7KH6RYLHW8QLRQ
RFFXSLHGWKHVPDOO%DOWLFVWDWHVRI(VWRQLD/DWYLDDQG/LWKXDQLDDQG
IRUFHG5RPDQLD WR UHWXUQ%HVVDUDELDZKLFK LW KDG VHL]HG LQ ,W
³URXQGHGRXW´:KLWH5XVVLDZKLFKKDGEHHQLQWHJUDWHGLQWRWKH6RYLHW
8QLRQRXWRI3ROLVK WHUULWRU\ WKDWKDGEHHQVKLIWHGHDVWZDUG LQ
:H ZLOO FHUWDLQO\ UHDVVHVV WKH FRUUHFWLYH PHDVXUHV WDNHQ LQ WKLV
SHULRGRIWKHZDULQWKHFRXUVHRIWKHGLVFXVVLRQDQGWKHUHZLOOFHUWDLQO\
EHGLVFXVVLRQVRQWKHFRUUHFWLYHPHDVXUHVWDNHQE\WKHIRUPHU(QWHQWH
VWDWHV,DOVRWKLQNZHVKRXOGQRWUXOHRXWDUHWKLQNLQJRIWKHSROLF\RI
DSSHDVHPHQWWKDWLVRIWKHMXVWL¿FDWLRQVIRUDFFHSWLQJWKHFRUUHFWLRQV
PDGH
$QGWKHUHZLOODOVREHGLVFXVVLRQVDERXWWKHIDFWWKDWLQWKHUHJLRQWR
GDWHLQUHVSHFWRIWKHPXWXDOUHODWLRQVKLSEHWZHHQWKHQDWLRQDOVHWWOHPHQW
DUHDDQGWKHVWDWHERUGHUVWKHVHPHDVXUHVKDYHFUHDWHGDJUHDWHUPDWFK
EHWZHHQWKHWZRNLQGVRIERUGHUVWKHHWKQLFDQGWKHDGPLQLVWUDWLYH$QG
WKHIRUHLJQDQGPLQRULW\SROLFLHVRIWKHQHZ3ROLVKVWDWHEHWZHHQ
DQGZLOO IRUPD VSHFLDO VXEMHFWRIGLVFXVVLRQ &RQYHUVHO\ WKHUH
ZLOOFHUWDLQO\EHQRQHHGWRGLVFXVVZKDWWKH$OOLHV³FDPHWRXQGHUVWDQG´
±QRWFRLQFLGHQWDOO\±ZLWKWKHGLVVROXWLRQRI3RODQGVLQFHWKLVLVWDNHQ
DVDPDWWHURIFRXUVHLWZDVQRWDVLPSOHPDWWHURIFRUUHFWLQJWKHSHDFH
WUHDWLHVRI±ZKLFKHYHQWKH OHDGHUVRI WKHVH GLVSRVVHVVHGVWDWHV
DFFHSWHG WKRXJK WKH\ FHUWDLQO\ GLG QRW DJUHHZLWK LW LWZDV UDWKHU D
PDWWHURIWKHDJJUHVVLYHEXLOGLQJRIDQHZQDWLRQDOVRFLDOLVWZRUOGSRZHU
$QGFOHDUO\GLVFXVVLRQVZLOOEHJLQRQZKHWKHURUQRWRXU DUJXPHQWLV
ULJKWDIWHUWKHWHUULWRULDOUHRUJDQLVDWLRQRI±WKHFRUUHFWLRQV
EHWZHHQ  DQG  DOVR GHPRQVWUDWHG WKDW WKH VHWWOHPHQW DUHD
DQGWKHVWDWHERUGHUVLQWKLVUHJLRQFRXOGQRWEHDFFRPPRGDWHGWRRQH
DQRWKHU:KDW LVPRUH WKHSHUFHQWDJHRI QDWLRQDOPLQRULWLHVDIWHU WKH
ERUGHUVKDGEHHQ³DGMXVWHG´UHPDLQHGDERYH³FULWLFDO´SHUFHQWDJHV%XW
RQ WKH³RWKHUVLGH´ WKLV WLPH$Q\DWWHPSW WRFKDQJH WKLVZLOO OHDG WR
DJJUHVVLRQDQGZDUDVLQGHHGKDSSHQHG7KLVJLYHVXVSDXVHWRWKLQNLQ
RXUFXUUHQWVLWXDWLRQDVZHOO

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
±([SXOVLRQV
%XWOHWXVPRYHRQLQWKHFKURQRORJ\
,QWKHIURQWOLQHVUHDFKHGWKH&DUSDWKLDQ%DVLQ7KHFLYLOLDQ
SRSXODWLRQV RI WKH VPDOO VWDWHV KHUH ± WKH 5RPDQLDQV +XQJDULDQV
6ORYDNV6RXWKHUQ6ODYVDQG*HUPDQV±ZHUHGHVWUR\HGDQGVRWRRZHUH
WKHKLVWRULFDOPRQXPHQWVWKHWHFKQLFDOLQIUDVWUXFWXUHRIWKHUHJLRQDQG
SHRSOH¶VSURSHUW\%\FRPSDULVRQWKLVRFFXUUHGLQWKHODUJHVWSHUFHQWDJH
LQ+XQJDU\±DJDLQGXHWRSRRUSROLWLFDOGHFLVLRQV$QGWKHQHZSHDFH
WUHDWLHV" ([FHSW IRU WKH ODUJHVFDOH H[SDQVLRQ RI WKH 6RYLHW8QLRQ LQ
±DQG3RODQG¶VVKLIWZHVWZDUGWRWKH*HUPDQV¶GHWULPHQWWKH
³RUGHU´RIZDVFRPSOHWHO\ UHVWRUHGZLWK UHJDUG WRVWDWH ERUGHUV
2QFH DJDLQ WKH GRJPDZDV UHVWRUHG WKHUH ZDV D (XURSHDQ RUGHU D
³SHDFH´ZKLFKKDGQRWEHHQFRUUHFWHG7KRVHZKRDWWHPSWHGWRULJKWLW
FRPPLWWHGDJJUHVVLRQ±DVLWZDVODWHUFDOOHG$UHFRJQLWLRQRI³FRQWLQXLW\´
ZRXOGEHWDQWDPRXQWWRWKHUHFRJQLWLRQWKDWWKHFRUUHFWLRQZDVMXVWL¿HG
+RZHYHU RQH GLIIHUHQFHZDV WKDW WKH SHDFHPDNHUV GLG QRW VKLIW WKH
VWDWHERUGHUV¿UVWDQGIRUHPRVWWKH\UHVHWWOHGWKHSRSXODWLRQVWKDWKDG
OLYHGDV PLQRULWLHV LQ 6WXGLHVSXW WKHQXPEHURI WKRVHH[SHOOHG
DQGV\VWHPDWLFDOO\GLVSODFHGEHWZHHQDQGZLWKLQDVZDWKRI
ODQGWKDWVWUHWFKHGEHWZHHQWKH1RUWK6HDDQGWKH0HGLWHUUDQHDQDW
PLOOLRQ7KLVZDVSHUKDSVWKHKDUVKHVWPDQLIHVWDWLRQRIWKHSULQFLSOHRI
WKHQDWLRQVWDWH$QDVVHVVPHQWZLOOKRSHIXOO\QRWEHFRPHVWXFNDWWKH
OHYHODQGLQWKHDUJXPHQWVIRXQGLQSROLWLFVWRGD\LQFOXGLQJWKHIHDUWKDW
WKHLVVXHRI³ZKRVWLOOGHVHUYHVFRPSHQVDWLRQ"´DPRQJWKHGHVFHQGDQWV
RIWKRVHDIIHFWHGZLOOEHSODFHGRQWKHDJHQGD0HDQZKLOHWKHVXFFHVVRUV
WRWKHSHUSHWUDWRUVVWLOOVHHLWDVDPDWWHURIQDWLRQDOSULGHWRPDLQWDLQD
IUHWIXOLQVLVWHQFHRQWKHDUELWUDU\DFWVDQGODZVWKDWOHGWRH[SXOVLRQRU
RQVWDWXHVWKDWFRPPHPRUDWHWKHLUIUDPHUVDQGLPSOHPHQWHUV0DS
3RSXODWLRQ0RYHPHQWLQ&HQWUDO(XURSH
6KDULQJUHVSRQVLELOLW\IRUWKHVWUHQJWKHQLQJRIQDWLRQDODQGVRFLDO
UDGLFDOLVP
%XW,VD\WKLVDVDUHVHDUFKHURI(XURSHDQKLVWRU\QRWDVRQHRIWKHUHJLRQ¶V
KLVWRU\2WKHUQDWLRQVLQ(XURSHDUHDOVREHVHWZLWKWKHIUDJPHQWDWLRQV
RIWKHOHJDF\RIWKHVRFDOOHG*UHDW:DUWKDWEHJDQLQ7KHORVHUV
¿UVWDQGIRUHPRVWEXW WKHZLQQHUVDVZHOO:HFDQREVHUYHFRQWLQXLW\
LQ WKLV DVZHOO1RPDWWHU WKDW WKH SROLWLFDOPLGGOH FODVVHV DPRQJ WKH

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³ZLQQLQJ´ FRXQWULHV ± LQZKLFKZDU YLFWRULHV KDYH EHHQ UDLVHG WR WKH
OHYHORIQDWLRQDOKROLGD\V±GLGQRWZLVKWRVSHDNDERXWLWDIWHURU
DIWHU,IHDUWKDWWKH\ZLOOQRWZLVKWRVSHDNDERXWLWDIWHUHLWKHU
:HIHHOWKDWWKHZDUEHJXQLQLVRQJRLQJDQGZLWKRXWFORVXUH
±DQGZHVD\VRRXWORXGVRPHWLPHVDQGRWKHUWLPHVLQKXVKHGWRQHV
,QRWHWKDWLQWKHFRQIHUHQFHLQYLWDWLRQD8NUDLQLDQFROOHDJXHOLNHZLVH
VSHDNVRI8NUDLQH¶VZDULQWKDWUHPDLQVXQ¿QLVKHGWRWKHSUHVHQW
GD\+HZLOOREYLRXVO\DJUHHZLWKPHZKHQ, UHIHU WRDKXQGUHG\HDU
ZDU,QGHHGKHLVWKHRQHDPRQJXVWKDWPD\QRZEHH[SHULHQFLQJWKH
QDWXUDOFRQWLQXDWLRQDQGWKHYLFLVVLWXGHVRIWKHZDUWKDWEHJDQLQ
DEULHI8NUDLQLDQLQGHSHQGHQFHDIWHUWKHFROODSVHRI5XVVLDDQQH[DWLRQ
E\WKH6RYLHW8QLRQWKHQWKHUHGUDZLQJRIERUGHUVZLWKLQWKH6RYLHW8Q
LRQDQG¿QDOO\WKHFRQWUDGLFWLRQVRILQGHSHQGHQFHDVDQDWLRQVWDWHDIWHU
WKDWLVWKHODWWHUGD\SRVVLELOLWLHVRIWKHFRQWLQXDWLRQRI,Q
KLVWRU\ZHVHHWKHSDUDOOHOH[LVWHQFHRISURFHVVHVZLWKDQGZLWKRXWFOR
0DS

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
VXUH+RZHYHULQWKHGHFDGHVEHIRUHWKHUHVXUJHQFHRIWKH8NUDLQLDQ
FRQÀLFWRU WKH%DONDQRQHDIWHU WREHGLVFXVVHG ODWHUKLVWRULDQV
OLYLQJLQ&HQWUDO(XURSHLQSDUWLFXODUVDLG±DQGWKLVLVQRWLQWHQGHGDV
D VHOIH[FXVH ± WKDW RQH FDQQRW XQGHUVWDQG WKH QDWLRQDO UDGLFDOLVP LQ
WKHORVLQJVWDWHVDIWHUZLWKRXWDNQRZOHGJHRIWKHORFDOHIIHFWVRI
WKHV\VWHPVRISHDFHRI±1HLWKHULQ*HUPDQ\QRULQ(DVWHUQ
(XURSH$IWHU DOO WKH V\VWHPV RI SHDFH EURXJKW DERXW XQPDQDJHDEOH
HFRQRPLFVRFLDODQGHPRWLRQDOFRQÀLFWVDPRQJWKHORVHUVDJJUDYDWHG
IXUWKHU E\ UHSDUDWLRQV EXUGHQV DQG UHGUDZQERUGHUV7R FRQWURO WKHVH
ZLWK DQ HOHFWLRQEDVHG OLEHUDO GHPRFUDWLF V\VWHP ZKHUH WKH VWDWH
OHDGHUVKLSLVDWWKHPHUF\RIWKHYRWHUVLVQHDUO\LPSRVVLEOH$QGWKLV
LVRQFHDJDLQDOHVVRQWRGD\IRUSROLWLFLDQVZKREHOLHYHLQWKHDEVROXWH
SRZHURISROLWLFDOLQWHUYHQWLRQE\WKHVWDWH$VGLGWKHJHQHUDWLRQRIWKH
FUHDWRUVRIWKH³V\VWHPVRISHDFH´DVZHOO7KHVHWHQVLRQVSURYLGHGD
PDVVEDVHIRUQDWLRQDODQGVRFLDOUDGLFDOPRYHPHQWVDQGWKHLUOHDGHUV
URVHWRSRZHUDIWHUWKH*UHDW'HSUHVVLRQ,QIDFW WKH\GLGVRWKURXJK
DQ LQVWUXPHQW RI SDUOLDPHQWDU\ GHPRFUDF\ HOHFWLRQV 0XWXDO HIIHFWV
FRPHLQWRSOD\LQKXPDQKLVWRU\MXVWDVWKH\GRLQWKHKLVWRU\RIQDWXUDO
IRUFHV7KHGLUHFWLRQ LQZKLFK LWZLOO FRQWLQXHFRPHV IURPDQXPEHU
RI FRQÀLFWLQJ IDFWRUV ,QGLYLGXDO SUHYLRXV IDFWRUV DUH QRW UHLQIRUFHG
ZLWKRXWWKHLQYROYHPHQWRISDUWLFXODUIRUFHVLQGHHGWKH\PD\HYHQGLH
RXW7KLVDSSOLHVWRWKHKLVWRU\RIQDWLRQDODQGVRFLDOUDGLFDOLVPDVZHOO
ZKLFKZRXOGFHUWDLQO\QRWKDYHEHHQVWUHQJWKHQHGLQWKLVUHJLRQZLWKRXW
WKHSHDFHPDNHUV:KHWKHUWKHQRUQRZ
7KXVZKDWIROORZHGWKHDUPHGFRQÀLFWVRI±LQ±
ZDVQRWSHDFHEXWRQO\DFHDVH¿UHDQGDSHULRGRI&ROG:DU%\WKH
FRGH RI FRQGXFW DFFHSWHG LQ (XURSH SHDFH LV VRPHWKLQJ EDVHG RQ
FRQGLWLRQVWKDWFDQEHIXO¿OOHGE\ERWKSDUWLHV2WKHUZLVHLWLVRQO\WKH
ODVWEDWWOHRIDZDUDYLFWRU\RYHUDQHQHP\WKDWLVXQDUPHGDQGDOUHDG\
EHDWHQRQ WKHEDWWOH¿HOG$PRQJRWKHU WKLQJV WKHSROLF\RI ³ZRH WR
WKHYDQTXLVKHG´LQWKHSRVWZDU\HDUVRI±DLGHGFRPPXQLVW
JURXSVLQVQDWFKLQJSRZHUIURPWKHGHPRFUDWLFIRUFHVLQ+XQJDU\/HWXV
UHFDOOWKHIDFW±RQHOHQGLQJLWVHOIWRYDULRXVLQWHUSUHWDWLRQV±WKDWLWZDV
WKHFRPPXQLVWVZKRWRRNLWXSRQWKHPVHOYHVWRSXWXSDUPHGUHVLVWDQFH
DJDLQVWWKHYLFWRULRXV(QWHQWHIRUFHVDQGWKHLUORFDODOOLHVDQGPDGHDQ
HIIRUWWRSURWHFW+XQJDU\¶VKLVWRULFDOERUGHUV5HDVRQLQJDORQJVLPLODU
OLQHVZHDUHDEOHWRH[SODLQWKRXJKQRWFRQGRQHWKHQDWLRQDOVRFLDOLVW
GLFWDWRUVKLS DQG D VHULHV RI UDFLDO DQG SROLWLFDO SRJURPV DIWHU 
+LVWRULDQVOLNHWRWHOOHDFKRWKHUWKDWWKH)UDQFR%ULWLVK³SHDFHPDNHUV´

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PXVWVKDUHWKHEODPHIRU&HQWUDO(XURSHDQUDFLDOSRJURPVPXFKLQWKH
VDPHZD\DV%ULWDLQ)UDQFH6HUELDDQG5XVVLDPXVWVKDUHUHVSRQVLELOLW\
IRUWKHZDUZLWK$XVWULD±+XQJDU\*HUPDQ\DQG7XUNH\,UHSHDWWKLV
LVE\QRPHDQV WRH[RQHUDWHRXU&HQWUDO (XURSHDQFRPSDWULRWVEXW WR
SURYLGHDQH[SODQDWLRQ7KLVEHLQJWKHMREDQGGXW\RIDKLVWRULDQ
/HWXVUHWXUQWRRXURZQUHJLRQ$IWHUDOOPRVWRIRXUJXHVWVKDLOIURP
WKLVSDUWRIWKHZRUOG$WOHDVWWKDWLVZKDWWKHLQYLWDWLRQVXJJHVWV
±6PDOOQDWLRQHOLWHVLQELJQDWLRQSRZHUJDPHV
7KH VL[\HDU SHULRG RI LQWHOOHFWXDO H[FKDQJH DKHDG ZLOO SUHVHQW DQ
RSSRUWXQLW\IRUXVKLVWRULDQV&HQWUDO(XURSHDQDFDGHPLFVWRGRPRUH
WKDQZULWHD³7DOHRI:RH´RIRXUWULEXODWLRQVLQWKHSHULRGXQGHUUHYLHZ
:HQHHGWRH[SORUHZKDWUROHDQGZKHQDQGZK\DQGRQZKRVHVLGHWKH
OHDGLQJ LQWHOOHFWXDOVDQGSROLWLFLDQVRI WKH VPDOOQDWLRQV LQ WKLV UHJLRQ
SOD\HG LQ WKH SRZHU JDPHV RI WKH ELJ QDWLRQV LH WKH *HUPDQV DQG
WKH 5XVVR6RYLHWVEHWZHHQDQG+RZ WKH\FRSHGZLWK WKH
FKDOOHQJHRIVREHUO\WDNLQJVWRFNRIWKHSRVWJHRSROLWLFDOVLWXDWLRQ
¿OOLQJRUSHUKDSVH[SDQGLQJWKHPDQRHXYULQJVSDFHDOORWWHGWRWKHORVHUV
LQ  DVZHOO DV SUHVHUYLQJ WKH SRSXODWLRQ WKH VWDWH DSSDUDWXV DQG
QDWLRQDOFXOWXUHVHYHQXQGHUVXFKFRQGLWLRQV$QGDOOWKDWFRXSOHGZLWK
WKH RGLXPRI GHIHDW RU YLFWRU\ LQ WKH¿UVW DQG VHFRQGZDUV ERUQ E\
ZKRHYHUZDVDWWKHKHOPRIWKHFRXQWU\«+XQJDULDQVEHDULQJWKHRGLXP
RIORVVLQWHUPVRISRSXODWLRQDQGWHUULWRU\DQGDORQJGHVLUHGLQGHSHQGHQW
VWDWHKRRGJDLQHG LQDQG WKHYLFWRUV WKHRGLXPRI WKHHFRQRPLF
DQGDGPLQLVWUDWLYHGLVRUGHUWKDWHQVXHGIURPWKHZDU$QGWKHVHQVHRI
WKUHDW7KHSXEOLF¿JXUHVRIWKHDJHZHUHWKH\YLFWLPVRUKHURHV"$QG
DFFRPSOLFHVZKRDFFHSWHGSXEOLFRI¿FHVLQWLPHVRIRFFXSDWLRQGLGWKH\
GRVRLQRUGHUWRSUHVHUYHWKHLUFRPPXQLWLHV±DIWHUDOOORFDOFRPPXQL
WLHVZKLFK VXVWDLQ QDWLRQDO FXVWRPVDQG WKH VRFLDOZHEPXVW VXUYLYH
SHULRGVRIRFFXSDWLRQRUZHUHWKH\VHUYLQJWKHRFFXS\LQJIRUFHVWKHUHE\
FRQWULEXWLQJWRWKHHURVLRQRIQDWLRQDOUHVLVWDQFH"7KHVHDUHLVVXHVDQG
TXHVWLRQVZHKRSH WR LQFOXGH LQRXU GLVFXVVLRQV«)LQGLQJDQVZHUV WR
WKHVHTXHVWLRQVPD\VWLUGHEDWHVRQWKHSROLWLFDOFXOWXUHRIVPDOOVWDWHV
DQGVPDOOQDWLRQV0DNLQJSROLF\WRSUHVHUYHWKHQDWLRQLQWKHVKDGRZVRI
WKHJUHDWSRZHUVLQWKHKRVWLOHVWDUHRIQHLJKERXUVWKDWZHUHPHUHO\ULYDOV
EHIRUH7KLVLVQRHDV\WDVN6XFKGHEDWHVPD\HYHQKROGOHVVRQVIRU
SROLWLFDOOHDGHUVRIWKHSUHVHQWDQGWKHIXWXUH'UDZLQJOHVVRQVLVDIWHU
DOORQHRIWKHSXEOLFEHQH¿WVRIKLVWRULDQV

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
1RZ WKDWZHDUHGLVFXVVLQJ WKLVRQHKXQGUHG\HDUDW IXOO OHQJWKDV
DFRQWLQXXPZHPD\ZHOOEHH[SHFWHGWRHYDOXDWHWKHSHUIRUPDQFHRI
WKH LQWHOOHFWXDOV DQGSROLWLFDO HOLWHRI VPDOO&HQWUDO(DVWHUQ(XURSHDQ
FRXQWULHVLQ±WKHFORVLQJ\HDUVRIWKH&ROG:DU7KHSHULRG
RISHDFHIXOWUDQVLWLRQZLWKDQHPSKDVLVRQ³SHDFHIXO´%HFDXVHDPRQJ
FRQWHPSRUDULHV ± UHJDUGOHVV RI VRFLHWDO DI¿OLDWLRQ ± WKHUH KDG EHHQ
SUHVHUYHGPHPRULHVRIWKH(DVW*HUPDQDQGWKH+XQJDULDQ
XSULVLQJVDQGWKHPHPRU\RIEHLQJOHIWDORQHLQWKHZDU7KHSROLWLFDO
DQGLQWHOOHFWXDOHOLWHVLQ3RODQGDQG+XQJDU\SDVVHGWKHLUSHUIRUPDQFH
WHVWV ZLWK À\LQJ FRORXUV LQ ± DOVR WKH &]HFK DQG 6ORYDN
UHIRUPLVWVRIZKDWZDVWKHQ&]HFKRVORYDNLDHDUQLQJDJRRGWUDFNUHFRUG
LQWKH\HDUVRIWKH³9HOYHW5HYROXWLRQ´LHWKHSURJUDPPHRISHDFHIXO
WUDQVLWLRQ (YHQ WKH EULHI FLYLOZDU WKDW EURNH RXW LQ5RPDQLDZDV D
VXFFHVVVWRU\
:H ORRN IRUZDUG WR DWWHQGLQJ (XURSHDQ IRUDZKHUHZHZLOO DSSO\
(XURSHDQ VWDQGDUGV WR PHDVXUH WKH UROH DQG SHUIRUPDQFH RI WKH
+XQJDULDQ VWDWH LQ HQGLQJ WKH &ROG :DU ,Q 6HSWHPEHU  WKH
+XQJDULDQVWDWHEURNHQHZJURXQGLQHQGHDYRXULQJWRVROYHWKH*HUPDQ
LVVXHE\RIIHULQJIUHHSDVVDJHDFURVVWKHZHVWHUQERUGHUVRIWKHFRXQWU\
WR(DVW*HUPDQVZKRKDGÀHGWRDQGZHUHVWUDQGHGLQ+XQJDU\³,W¶V
DERXWWLPHZHHQGHGWKHZDU´ZHXVHGWRVD\7KHSULPHPLQLVWHUDQG
KLVWHDPPDGHDJRRGGHFLVLRQDQGWKH0LQLVWU\IRU)RUHLJQ$IIDLUVKDG
GRQHDJRRGMRELQOD\LQJWKHGLSORPDWLFIRXQGDWLRQVIRUWKDWGHFLVLRQ
1RZZHNQRZWKDW LQ WKHFRXUVHRI WKH QHJRWLDWLRQVWKHJUHDWSRZHUV
KDGDJUHHGWRSXWDQHQGWRWKHGLYLVLRQRI*HUPDQ\7KLVWULJJHUHGWKH
³*HUPDQDYDODQFKH´ZKLFKZDVWRSXWDQHQGWRWKH:HVWHUQ(XURSHDQ
SKDVH RI WKH ZDU ZLWKLQ D \HDU $ SHUVRQDO PHPRU\ D SUHOLPLQDU\
GLVSXWHRYHURQHRI WKHNH\ OHFWXUHVDVWXG\E\*\|UJ\5iQNLRI WKH
ZRUOGZDUDQGLWVHFRQRPLFLPSOLFDWLRQVGHOLYHUHGDWWKHZRUOG
FRQJUHVVRIKLVWRULDQV'ULYHQE\WKHUDGLFDOLVPRIP\JHQHUDWLRQ±DW
OHDVW WKDW LVKRZ,VHH LW WRGD\±,QRWHG³7KHUHZLOOEHQRSHDFHDV
ORQJDV WKH *HUPDQQDWLRQ OLYHV GLYLGHGEHWZHHQ WKH WZR *HUPDQLHV
DVORQJDV6RYLHWSROLWLFDORFFXSDWLRQSUHYDLOVLQWKH(DVWHUQ(XURSHDQ
UHJLRQ´ 0\ VHQLRU FROOHDJXHV LQFOXGLQJ WKH VSHDNHU GLG QRW WKLQN
WKLVZDVDUHDOLVWLFDVVXPSWLRQDQGGLVPLVVHGWKHUHPDUNDVLUUHOHYDQW
IRU DFDGHPLFGLVFXVVLRQRQKLVWRU\7KHLUYLHZZDV XQGHUVWDQGDEOHDW
WKH WLPH%XW WRGD\" )RRGIRU WKRXJKWRQ WKHQDWXUHDQG WUDQVLWRU\
FKDUDFWHURIYDOXHMXGJHPHQWVLQKLVWRULRJUDSK\7KHQRQ1RYHPEHU
 WKH *HUPDQ*HUPDQ ERUGHU ZDV RSHQHG ZKLFK OHG XV WR WKH

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¿QDO DFW *HUPDQ UHXQL¿FDWLRQ RQ 1RYHPEHU 7RGD\ZH DUH
HQJDJHG LQ IDFWXDO GLVFXVVLRQV DV FRQWHPSRUDU\ H\HZLWQHVVHV ZH
PHUHO\IRUPXODWHGRXWK\SRWKHWLFDOYLHZVRQWKHLQWHUQDWLRQDOSROLWLFDO
UHDFWLRQV WR*HUPDQXQLW\ DQG WKHQHZO\IRUJHG FRQVHQVXV WKDW WKHUH
ZDVDQXUJHQWQHHGWRHVWDEOLVKD(XURSHDQ8QLRQDQGWR³ER[´XQLWHG
*HUPDQ\LQERWKDPLOLWDU\DOOLDQFH1$72DQGDSROLWLFDODQGVHFXULW\
V\VWHP(8$VODWHDV±KLVWRULDQVDQGSROLWLFLDQVVKDUHG
WKHYLHZ±RQH WKDW , DPQRWSUHSDUHG WR DFFHSW± WKDW*HUPDQ\DQG
LWVDOOLHVERUHVROHUHVSRQVLELOLW\IRUWKHKRWZDUVRI(XURSH$QGWKH\
UHJDUGHGWKHSURVSHFWRIDQHYHUVWURQJHUUHXQLWHG*HUPDQ\DVDVRXUFH
RI\HWDQRWKHUSRWHQWLDODUPHGFRQÀLFWD³GDQJHUWRZRUOGSHDFH´7KH
PHPRULHVRIDQGWKHQRI±OHIWWKHLUPDUNRQWKH
<DOWD3RWVGDPV\VWHPRISHDFHLHWKHGLYLVLRQRI*HUPDQ\DVPXFK
DVWKH\LQÀXHQFHGSROLWLFDOSXEOLFWKLQNLQJ:HVHQVHGLWDQGIHOWLWDV
PHPEHUVRID(XURSHDQZDUJHQHUDWLRQEXWZHDOVRVHQVHGLWLQWKHIHDUV
RI(XURSHDQDQG$PHULFDQIULHQGVSROLWLFLDQVDQGRWKHU LQWHOOHFWXDOV
DW WKH WLPH*HUPDQ UHXQL¿FDWLRQ EHFDPH D UHDOLW\ LQ ±$W
DQ\ UDWH WKH LQWHUQDWLRQDO SUHVWLJH ORVW LQ ZDV UHJDLQHG E\ WKH
+XQJDULDQQDWLRQLQDQGE\WKH+XQJDULDQVWDWHLQ
7KHSROLWLFDOWXUPRLOIROORZLQJWKH&ROG:DULQOHGWRWKHEUHDNXS
RI &]HFKRVORYDNLD DQG <XJRVODYLD WZR VWDWH IRUPDWLRQV HVWDEOLVKHG
LQ  DQG WKHQ GLVVROYHG E\ +LWOHU LQ ± HYHQ WKRXJK
WKHUHKDGEHHQQRLQWHUYHQWLRQZKHWKHUPLOLWDU\RUGLSORPDWLFE\DQ\
JUHDWSRZHU&]HFKRVORYDNLDGLYLGHGLWVHOI LQWRD&]HFKDQGD6ORYDN
QDWLRQVWDWHWKURXJKSHDFHIXOFRPSURPLVH1DWXUDOO\WKH6ORYDNDUHDV
ZLWKD+XQJDULDQPDMRULW\ZRXOGQRWEHUHWXUQHGWR+XQJDU\LQDV
ZDVWKHFDVHLQWKH³WHUULWRULDOFRUUHFWLRQ´RI<XJRVODYLDDOVRIHOO
DSDUWWKRXJKIDUIURPSHDFHIXOO\,ZLOOVRRQUHWXUQWRWKHEORRG\ZDUV
WKDWDFFRPSDQLHGWKDWFRXQWU\¶VEUHDNXS
±)XUWKHUFRQÀLFWVEHWZHHQQDWLRQVWDWHVLQWKHUHJLRQ
RIWKHIRUPHU5XVVLDQDQG2WWRPDQHPSLUHV
)RUFRPSDULVRQOHWXVQRZWDNHDEULHIORRNDWWKHVXFFHVVRUVWDWHVWRWKH
IRUPHU5XVVLDQDQG2WWRPDQHPSLUHV
$ORQJ WKH ERUGHUV RI 5XVVLD ZH ¿QG WKUHH FRXQWULHV LQ 
(VWRQLD/DWYLDDQG/LWKXDQLDZKLFKQRZUHJDLQWKHLQGHSHQGHQFHWKH\
KDGRQFHDFTXLUHG LQ± WKRXJKQRWDVD UHVXOWRI WKHSHDFH
WUHDWLHVZKDW LVPRUH0ROGRYD DQRWKHUQHZO\ LQGHSHQGHQW FRXQWU\

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
ZKLFK KDV OHIW 6RYLHW 5XVVLD HVWDEOLVKHV LWVHOI LQ WKH SODFH RIZKDW
ZDVRQFH%HVVDUDELD$OVR%HODUXVDQG8NUDLQHUHJDLQWKHLUVWDWXVDV
LQGHSHQGHQW QDWLRQVWDWHV&UHGLW IRU DOO WKHVH SHDFHIXO GHYHORSPHQWV
PXVWJR WR WKH UHIRUPFRPPXQLVW OHDGHUVKLS <HOWVLQRID5XVVLDRQ
WKH URDG WR GHPRFUDF\ DQG WR WKHSROLWLFDO HOLWHV RI WKH VPDOO QDWLRQV
LQYROYHGZKRVHZLVHDQGFRRSHUDWLYHDWWLWXGHVKDGEHHQPDWXUHGXQGHU
WKH6RYLHWUHJLPH7ZHQW\\HDUVRQLWLVTXLWHSUREDEOHWKDWWKLVSROLWLFDO
ZLVGRP DQG FRRSHUDWLYH DWWLWXGH ZLOO IDLO WR SUHYDLO ZKHQ WKH ROG
FRQÀLFWVÀDUHXSDJDLQ7KHODWWHUWZRFRXQWULHVLIRQO\EHFDXVHWKHLU
FRPELQHGDUHDLVDTXDUWHURIWKDWRIWKH(8DQGERWKSRVVHVVVXEVWDQWLDO
QDWXUDOUHVRXUFHVDUHFHUWDLQO\ZRUWK\RIRXUDWWHQWLRQHVSHFLDOO\LIZH
EHDULQPLQGWKHIXWXUHRIWKH(XURSHDQ8QLRQDQGWKH&HQWUDO(DVWHUQ
(XURSHDQUHJLRQ$QGZHKHUHE\VHQGDPHVVDJHWR:HVWHUQ(XURSHDQ
SROLWLFLDQVDQGIHOORZKLVWRULDQVWKH\ZRXOGEHZHOODGYLVHGWRNHHSDQ
H\HRQWKHHDVWHUQDQGVRXWKHDVWHUQÀDQNVRI(XURSH
%HIRUHUHWXUQLQJWRRXURZQQH[WUHJLRQXQGHUGLVFXVVLRQLHVRXWK
HDVWHUQ(XURSHRUWKH%DONDQVOHWXVFDVWDJODQFHDWZKDWZDVOHIWRI
7XUNH\ SDUWLWLRQHG LQ  LQ WKH0LGGOH (DVW LQ WKH ¿UVW SHULRG RI
WKHZDU ± 7KHPDS UHPLQGV XV WKDW WKLV UHJLRQ KDV VHHQ
DQHQGOHVVVWULQJRIORFDOZDUVHYHQDIWHU³VHWWOHPHQWV´LQ±
DQG DIWHU ZLWKLQ DQGEHWZHHQ FRXQWULHV FLYLO WULEDO HWKQLF DQG
UHOLJLRXV ZDUV (YHQ WKH \RXQJ JHQHUDWLRQ RI RXU GD\ FDQ UHFDOO WKH
³*XOI:DUV´¿UVWEHWZHHQ,UDTDQG,UDQEHWZHHQDQGWKHQ
WKH86OHGZDURIWKHQWKHZDURIWKH86DQGLWV³DOOLHV´RQ,UDTLQ
±QRWWRVSHDNRIDVHULHVRIZDUVLQWKH3DOHVWLQH,VUDHOUHJLRQ
VLQFHDQGWKHFLYLOLDQVWULIHSDOSDEOHHYHQWRGD\RUWKHFLYLOZDUVLQ
WKHPRVWUHFHQWO\IRUPHG1RUWK$IULFDQQDWLRQVWDWHVRQWKHWHUULWRU\RI
WKHIRUPHU2WWRPDQ(PSLUH7KHOHJDF\RIWKHZDUEHJXQLQZLOO
SURYLGHXVZLWKDPSOHIRRGIRUGLVFXVVLRQIRUWKHFRPLQJVL[\HDUVDQG
HYHQIRUWKHQH[WJHQHUDWLRQ0DS7KH%UHDNXSRIWKH6RYLHW8QLRQ
DQGWKH1HDU(DVW±
±7KHUROHRI+XQJDU\DQGWKH%DONDQVLQWKH¿QDOSKDVH
RIWKH*UHDW:DU
)LQDOO\OHWXVWDNHDORRNDWWKHUROHWKHSROLWLFDODQGLQWHOOHFWXDOHOLWHVRI
RXUUHJLRQSOD\HGLQFORVLQJWKH¿QDODFWRIWKH*UHDW:DUEHWZHHQ
DQGWKHWKHUP,XVHWRGHVFULEHWKHFKDSWHULQYROYLQJHDVWHUQDQG
VRXWKHDVWHUQ(XURSHWKDWLVWKH%DONDQV,QRWKHUZRUGVOHWXVGLVFXVV

)HUHQF*ODW]
0DS

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
WKHLUUROHLQD\HWDJDLQKRWZDUDQGLQWKHSROLWLFDOSHDFHSURFHVVDQG
FRQVROLGDWLRQ LQ WKH%DONDQV $OORZPHD IHZZRUGV LQSDUHQWKHVHV
¿UVWO\ , DP LQFOLQHG WR DWWULEXWH WKHRXWEUHDNRI WKH)LUVW:RUOG:DU
WRWKH±FRQÀLFWVLQWKH%DONDQVZLWKWKH±%DONDQ
ZDUVDVWKHLPPHGLDWHDQWHFHGHQWVUDWKHUWKDQWR)UDQFR*HUPDQDQG
*HUPDQ%ULWLVKULYDOU\,DPRIWKHRSLQLRQWKDWHYHQWKRXJKZHKDYH
PHWZLWK DQXPEHURIRXWVWDQGLQJ DQGRIWUHDG FODVVLF UHVHDUFKHUVRI
WKH KLVWRU\ RI WKH %DONDQV RYHU WKH SDVW RQH KXQGUHG \HDUV WKH WUXH
VLJQL¿FDQFHRIWKHWKFHQWXU\KLVWRU\RIWKH%DONDQVKDVVWLOOQRWEHHQ
UHFRJQL]HGE\DFDGHPLFVDQGSROLWLFLDQV(YHQWKRXJKVRPHRXWVWDQGLQJ
PRQRJUDSKVDUHDYDLODEOHE\ERWKWKHSUHYLRXVJHQHUDWLRQRIVFKRODUV
VXFKDV*HRUJHV&DVWHOODQRU*HRUJ6WDGWPOOHUDQGE\WKHSUHVHQWRQH
LQFOXGLQJ(GJDU+|VFKDQG1RUPDQ6WRQHZKRLVYHU\NQRZOHGJHDEOH
DERXW7XUNH\DQGLVVHWWRSUHVHQWDSDSHUDWWKLVFRQIHUHQFH6HFRQGO\
VRPHWKLQJ , KDYH NHSW VD\LQJ RYHU WKH SDVW TXDUWHUFHQWXU\ XQWLO WKH
(XURSHDQ 8QLRQ LQWHJUDWHV ORFNV XS WKH QDWLRQDO VHWWOHPHQW DUHD RI
HDFKDQGHYHU\QDWLRQWKDWFRQWULEXWHGWRWKHFRQÀLFWVWLHGWRWKH)LUVW
:RUOG:DU WKHUHZLOO EH QRSHDFHKHUH RQO\ DQ DUPLVWLFH$QGKHUH
, UHIHUQRW MXVW WRQRUWKHDVWHUQ(XURSHDQG WKH&DUSDWKLDQ%DVLQEXW
DOVR WKH %DONDQV7KLUGO\QRRQHDQWLFLSDWHG LQ± WKDW
EHOOLJHUHQFHZRXOGUHVXUIDFHDQGOHDGWRDUPHGFRQÀLFWVLQWKH%DONDQV
<HWLWGLGKDSSHQ¿UVWWKHUHZDVDVKRRWLQJZDUEHWZHHQ&URDWLDDQG
6HUELD±UHDZDNHQLQJPHPRULHVLQSHRSOHZKRZHQWWKURXJK
WKHZDULQ±VRPHVLGHGZLWKWKH&URDWVZKRKDGRQFHIRXJKW
DORQJVLGHWKH&HQWUDO3RZHUVRWKHUVV\PSDWKLVHGZLWKWKH6HUEVZKR
KDGWHDPHGXSZLWKWKH(QWHQWH7KHQFDPHDVHULHVRIFODVKHVEHWZHHQ
PLQRU VWDWHV RI H[<XJRVODYLD DQG ¿QDOO\ D FLYLO ZDU ZLWKLQ 6HUELD
± RQH WKDW EURXJKW ZLWK LW JHQRFLGH RI VXFK SURSRUWLRQV
WKDWQRRQH LQ (XURSHFRXOGKDYH LPDJLQHGDIWHU)RXUWKO\ZH
ZKRUHFHLYHG¿UVWKDQGH[SHULHQFHRILWDOODQGZHUHH[SHUWVRQYDULRXV
LQWHUQDWLRQDODQG(XURSHDQFRPPLVVLRQVZHUHQRWTXLWHVXUHZKHWKHU
DQHZZDYHRIKRWZDULQWKH%DONDQVPLJKWQRWOHDGWRDQRWKHU³ZRUOG
ZDU´:RXOGWKH³%DONDQSRZGHUNHJ´DVWKHUHJLRQKDGEHHQFDOOHG
DWWKHVWDUWRIWKHFHQWXU\QRWEORZXSDJDLQ"0DQ\RIXVWKHQWKRXJKW
KDGDGH6RYLHWLVHG5XVVLDEHHQOHVVIDWLJXHGDQGFKRVHQWRLQWHUYHQHLQ
WKH%DONDQV±DVLWKDGGRQHDKXQGUHG\HDUVEHIRUH±ZHOOWKHQ$QG
LIWKH86KDGQRWYROXQWHHUHGWRWDNHWKHXQSRSXODUGHFLVLRQWRPRYH
LWVWURRSVLQWKHUHZRXOGKDYHEHHQQRNQRZLQJKRZWKHVHULHVRIZDUV
WKDWEHJDQLQZRXOGKDYHFRQWLQXHGDIWHU2QO\IHZRIXV

)HUHQF*ODW]
ZHUHSD\LQJDWWHQWLRQWRWKHVHULRXVO\LOO3UHVLGHQW0LWWHUUDQG±RWKHUV
GLGQRW VHHP WRXQGHUVWDQG± DV KHGLVSOD\HG WKH FODULW\ RI YLVLRQ WR
QRWLFHWKHFRQWLQXLW\EHWZHHQDQG:KLOHKHKDGUHSHDWHGO\
ZDUQHG(XURSHRI*HUPDQUHXQL¿FDWLRQEHIRUHLQWKHVXPPHURI
0LWWHUUDQGUHJDUGHGWKH%DONDQVDVKLVPDLQFRQFHUQ7KRXJKVKDWWHUHG
E\GLVHDVHKHWUDYHOOHGWR%RVQLD+HU]HJRYLQDWRLVVXHDZDUQLQJRQWKH
¿UVWDQQLYHUVDU\RIWKHRXWEUHDNRIWKHZDUPDNHVXUHWKHZDURI
ZDVQRWWREUHDNRXWDJDLQLQWKH%DONDQV,WGLGDQGWKHGHFDGHWKDW
IROORZHGVDZWKHWKLUG³KRW´SHULRGRIWKHKXQGUHG\HDUORQJZDU
$QGQRZZLWKRXWDQ\IXUWKHUFRPPHQW,ZLOOVKRZ\RXDPDSZLWK
WHUULWRULDODQGFKURQRORJLFDOGDWDRQWKHGLVVROXWLRQRI<XJRVODYLD0DS
7KH%UHDNXSRI<XJRVODYLD±
%XWEXWUHVHDUFKWRFRPHLQ\HDUVDKHDGPD\VKHGOLJKWRQWKHUROH
WKDWSROLWLFLDQVDQGLQWHOOHFWXDOVRIWKHUHJLRQSOD\HGLQUHVWRULQJRUGHU
WR WKH%DONDQVDIWHU WKH³%DONDQSHULRG´RI WKHZDUV7KH\GLGVRE\
PHDQVRIGLSORPDF\DQGE\GHSOR\LQJSHDFHNHHSLQJIRUFHVDIWHU'D\WRQ
0LQXWHGHWDLOVZLOONHHSVXUIDFLQJVXFKDVWKHDFWLYLW\RIODUJH
QXPEHUV RI FLYLOLDQ ³DUPLHV´ UHFUXLWHG XQGHU WKH EDQQHU RI WKH 81
26&( IURPDPRQJ LQWHOOHFWXDOV HQWUHSUHQHXUV DQG VROGLHUVPRVWO\
&HQWUDO (DVWHUQ(XURSHDQVZKRZHUH IDPLOLDUZLWK WKH UHJLRQ7KH\
ZHUHDVVLJQHGWKHGXW\RIUHODXQFKLQJWKHSROLWLFDOV\VWHPLQZDUWRUQ
DUHDVLQWR,WLVDVPDOOGHWDLOEXWLWLVRQHWKDWGHPRQVWUDWHV
WKHFRPPLWPHQWRI&HQWUDO(DVWHUQ(XURSHDQQDWLRQV WRSHDFHDQG WR
SXWWLQJDQHQGWRWKHZDU
$VPDOOEXWQRWDEOHFRQWULEXWLRQ WRFORVLQJ WKH%DONDQVWDJHRI WKH
*UHDW:DUZDVPDGHE\+XQJDU\¶VSROLWLFDODQGLQWHOOHFWXDOHOLWH,Q
DFORVHNQLWWHDPRILQWHOOHFWXDOVDGRSWHGDQHZDWWLWXGHWRZDUGVWKH%DO
NDQVZKLFKZDVUDLVHGWRWKHOHYHORI+XQJDULDQJRYHUQPHQWSROLF\LQ
DQGVHWDVRQHRILWVJRDOVWRDVVLVWLQWKHDFFHVVLRQRI&URDWLDWRWKH
(8DQGODWHUWRDLGLQWKHSUHSDUDWLRQRIWKH:HVWHUQ%DONDQFRXQWULHV
6HUELDLQSDUWLFXODUIRU(8PHPEHUVKLS$GGLWLRQDOO\WRRXUGLSORPDWLF
HQGHDYRXUVDPXFKKRSHGIRU&HQWUDO(XURSHDQUHFRQFLOLDWLRQSURFHVV
LQYROYLQJOHDGLQJ¿JXUHVRI6HUELD¶VSROLWLFDODQGLQWHOOHFWXDOOLIHZDV
ODXQFKHG2Q-XQHWKHHYHRIWKHDQQRXQFHPHQWRI6HUELDQ
(8FDQGLGDF\ WKHKHDGVRI VWDWHRI WKH WZRQDWLRQVPHW LQ%HOJUDGH
H[SUHVVLQJPXWXDODSRORJLHVIRUKLVWRULFLQVXOWVDQGJHQRFLGHVDQGHDFK
SDLGWULEXWHWRWKHYLFWLPVRIWKHRSSRVLWHQDWLRQ7KHHYHQWZDVWRPDUN
WKHEHJLQQLQJRIVRFLDOUHFRQFLOLDWLRQEHWZHHQWKHWZRQDWLRQV$IWHUDQ
³DUPHG´SHDFHWUHDW\'D\WRQWKHQ.RVRYRSROLWLFDOSHDFH

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
0DS

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FDPHDWODVWRQ-XQHDQGLWLVQRZWLPHWRHQJDJHLQVSLULWXDO
UHFRQFLOLDWLRQ
,QWKHOLJKWRIWKHDOOWKHVHGHYHORSPHQWV,ZLVKWRVKDUHZLWK\RXWKH
YLHZWKDWRXUVL[\HDUVHULHVRI(XURSHZLGHGLVFXVVLRQVWREHODXQFKHG
LQVKRXOGGHVLJQDWHVSLULWXDOUHFRQFLOLDWLRQDVLWVSURJUDPPHIRU
&HQWUDO (DVWHUQ(XURSH:H VKRXOG QRW SRLQW ¿QJHUV DW RWKHUV EXW WR
RXUVHOYHVDORQHLIZHDOOZHUHVRHDJHUWRVWDUWWKHZDUDFHQWXU\DJR
OHWXVDOOEH MXVWDVHDJHU WRHQG LW$UPHGSHDFHDQGSROLWLFDO
SHDFHVKRXOGQRZEHIROORZHGE\DSHDFHRIVRXOV±
$KXQGUHG\HDUVDKXQGUHGDQGVL[WHHQ\HDUV
(SLORJXH
6RZHDUHDERXW WR ODXQFKD WZRGD\FRQIHUHQFHRQWKH*UHDW:DURI
(XURSHKHUHLQ%XGDSHVW,WLVWREHIROORZHGLQWKHQH[WVL[\HDUVE\D
VHULHVRIIRUDZKHUHKLVWRULDQVDQGWKHJHQHUDOSXEOLFDOLNHPD\GLVFXVV
QDWLRQDO DQG SHUVRQDO UHFROOHFWLRQV ERWK SDLQIXO DQG YLFWRULRXV 7KH
JRDOZHKRSHWRDWWDLQ±KHUHDQGQRZ±GXULQJWKHVHWZRGD\VLVWRSODFH
FHUWDLQFRQFOXVLRQVRQRXUDJHQGD$WOHDVWWKHUHFRJQLWLRQWKDWWKHZDU
±ZKLFKKDVUHSHDWHGO\ÀDUHGXSGXHWRWKHFRUUHFWLYHHIIRUWVRIHLWKHU
WKHYLFWRUVRUWKHORVHUV±VKDOOQRZEHSXWWRDQHQG,WVKDOOHQGEHFDXVH
LWVURRWFDXVHVPD\FHDVHWRH[LVWLQRXUGD\V)LUVWO\ZLWKWKHH[SDQVLRQ
RIWKH(8WRVRXWKHDVWHUQ(XURSHWKHWZRKXQGUHG\HDUORQJSURFHVVRI
WKHIRUPDWLRQRIWKH(XURSHDQQDWLRQVWDWHVKDVFRPHWRDQHQGSURYLG
HGWKDWWKHVRXWKZHVWHUQUHJLRQVRIWKH5XVVLDQ(PSLUHDQGWKH0LGGOH
(DVWHUQSDUWRIWKH2WWRPDQ(PSLUH¿QGWKHLURZQIUDPHZRUNRILQWHJUD
WLRQ)XUWKHUPRUHWKHROGVW\OHLGHDRIRQHVWDWHRQHODQJXDJHVKRXOG
EHUHSODFHGE\DPRGHORIWKH³PRGHUQQDWLRQVWDWH´RQHWKDWDEDQGRQV
WKHLGHDRIHFRQRPLFDQGVSLULWXDODXWDUN\DQGHVSRXVHVWKHREMHFWLYH
RIH[SDQGLQJWKHVFRSHRIKXPDQULJKWVLQFOXGLQJWRWDOFXOWXUDODXWRQ
RP\IRUHWKQLFPLQRULWLHV6HFRQGO\WKHRWKHUURRWFDXVHRIWKHZDULH
SROLWLFVEDVHGRQVSKHUHVRILQWHUHVWLVDOVRDWKLQJRIWKHSDVW&RQVLG
HULQJWKH0LGGOH(DVW¶VULFKRLOUHVRXUFHV WKLV FRQFOXVLRQLVQDWXUDOO\
YDOLGIRUWKHSUHVHQWEXWQRWQHFHVVDULO\IRUWKHIXWXUH,WPD\KRZHYHU
KDYHDVWDELOLVLQJHIIHFWHYHQWRPRUURZHDFKDQGHYHU\VTXDUHNLORPH
WUHZKHWKHULQVLGHRURXWVLGHWKH(XUR$WODQWLFUHJLRQLV³WDNHQ´WKH
VRYHUHLJQVWDWHKRRGRIORFDOVRFLHWLHVLVEH\RQGTXHVWLRQDQGDQ\DPEL
WLRQVRUHIIRUWVRQWKHSDUWRIWKHJUHDWSRZHUVWRDFTXLUHQHZWHUULWRULHV
ZLOOEHKHOGLQFKHFNE\ZRUOGRUJDQLVDWLRQVDQGDVWUHQJWKHQLQJSOXUDO

(XURSH¶V *UHDW :DUDQG WKH IRUPLQJRI D QHZZRUOGRUGHU
LVWLFSROLWLFDOPLOLWDU\ZRUOGRUGHU,WLVRXULQWHQWLRQWRDGGVRPHQHZ
WRSLFVWRWKHFRQFOXVLRQVRIWKLVFRQIHUHQFHIRUIXUWKHUGLVFXVVLRQSUL
PDULO\RQWKHLVVXHRIKRZQHZZRUOGRUGHUVKDYHFKDQJHGVLQFH
DQGKRZWKH\PD\FKDQJHLQWKHIXWXUH
1RZWKLVLVWKHPRPHQWIRUPHVWRS/HWXVEHJLQWKHGLVFXVVLRQ
